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(2) Financial interest means a direct or
indirect financial interest in any activ-
ity, transaction, property, or relation-
ship that involves receiving or pro-
viding something of monetary value,
and includes, but is not limited to any
right, contractual or otherwise, to the
payment of money, whether contingent
or fixed. It does not include a deposit
or savings account maintained with a
member, nor does it include a loan or
extension of credit obtained from a
member in the normal course of busi-
ness on terms that are available gen-
erally to the public.

(3) Business associate means any indi-
vidual or entity with whom a director
has a business relationship, including,
but not limited to:

(i) Any corporation or organization
of which the director is an officer or
partner, or in which the director bene-
ficially owns ten percent or more of
any class of equity security, including
subordinated debt;

(ii) Any other partner, officer, or ben-
eficial owner of ten percent or more of
any class of equity security, including
subordinated debt, of any such corpora-
tion or organization; and

(iii) Any trust or other estate in
which a director has a substantial ben-
eficial interest or as to which the di-
rector serves as trustee or in a similar
fiduciary capacity.

[78 FR 55715, Sept. 26, 2008, as amended at 74
FR 51463, Oct. 7, 2009]

§1261.12 Reporting requirements for
Bank directors.

(a) Annual reporting. Annually, each
Bank shall require each of its directors
to execute and deliver to the Bank the
appropriate director eligibility certifi-
cation form prescribed by FHFA for
the type of directorship held by such
director. The Bank promptly shall de-
liver to FHFA a copy of the certifi-
cation form delivered to it by each di-
rector.

(b) Report of noncompliance. At any
time that any director believes or has
reason to believe that he or she no
longer meets the eligibility require-
ments set forth in the Bank Act or this
subpart, the director promptly shall so
notify the Bank and FHFA in writing.
At any time that a Bank believes or
has reason to believe that any director

§1261.14

no longer meets the eligibility require-
ments set forth in the Bank Act or this
subpart, the Bank promptly shall no-
tify FHFA in writing.

[74 FR 51463, Oct. 7, 2009]

§1261.13 Ineligible Bank directors.

Upon a determination by FHFA or a
Bank that any director of the Bank no
longer satisfies the eligibility require-
ments set forth in the Bank Act or this
part, or has failed to comply with the
reporting requirements of §1261.12, the
directorship shall immediately become
vacant. Any director that is deter-
mined to have failed to comply with
any of these requirements shall not
continue to serve as a Bank director.
Whenever a Bank makes such a deter-
mination, the Bank promptly shall no-
tify the Bank director and FHFA in
writing.

[74 FR 51464, Oct. 7, 2009]

§1261.14 Vacant Bank directorships.

(a) Filling unexpired terms. (1) When a
vacancy occurs on the board of direc-
tors of any Bank, the board of directors
of the Bank shall elect, by a majority
vote of the remaining Bank directors
sitting as a board, an individual to fill
the unexpired term of office of the va-
cant directorship, regardless of wheth-
er the remaining Bank directors con-
stitute a quorum of the Bank’s board of
directors.

(2) The board of directors of the Bank
may fill an anticipated vacancy prior
to the effective date of the vacancy,
provided the board does so no sooner
than the date of the regularly sched-
uled board meeting that occurs imme-
diately prior to the effective date of
the vacancy.

(3) The board of directors shall elect
only an individual who satisfies all the
eligibility requirements in the Bank
Act and in this subpart that applied to
his or her predecessor and, for inde-
pendent directorships, also satisfies
any of the qualifications in the Bank
Act or this subpart. If a Bank does not
have at least two sitting public inter-
est independent directors, the board of
directors of the Bank shall designate
the directorship as a public interest di-
rectorship and shall elect an individual
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§1261.15

who satisfies a public interest inde-
pendent directorship qualification in
the Bank Act or in this subpart.

(b) Verifying eligibility. Prior to any
election by the board of directors, the
Bank shall obtain an executed member
director eligibility certification form
prescribed by FHFA from each indi-
vidual being considered to fill a mem-
ber directorship and an executed inde-
pendent director application form pre-
scribed by FHFA from each individual
being considered to fill an independent
directorship. Using the executed forms,
each Bank shall verify each individ-
ual’s eligibility and, as to independent
directors, also shall verify the individ-
ual’s qualifications. Before any inde-
pendent director is elected by the
board of directors of a Bank, the Bank
shall deliver to FHFA for its review a
copy of the application form of each in-
dividual being considered by the board.
The Bank shall retain the information
it receives in accordance with §1261.7(c)
and (d).

(c) Notification. Promptly after allow-
ing the individual to assume the direc-
torship, as provided in paragraph (b) of
this section, a Bank shall notify FHFA
and each member located in the Bank’s
district in writing of the following:

(1) For each member directorship
filled by the board of a Bank, the name
of the director, the name, location, and
FHFA ID number of the member the di-
rector serves, the director’s title or po-
sition with the member, the voting
State that the director represents, and
the expiration date of the director’s
term of office; and

(2) For each independent directorship
filled by the board of a Bank, the name
of the director, the name and location
of the organization with which the di-
rector is affiliated, if any, the direc-
tor’s title or position with such organi-
zation, and the expiration date of the
director’s term of office.

[74 FR 51464, Oct. 7, 2009, as amended at 75 FR
17039, Apr. 5, 2010]

§1261.15 Minimum number of member
directorships.

Except with respect to member direc-
torships of a Bank resulting from the
merger of any two or more Banks, the
number of member directorships allo-
cated to each state shall not be less

12 CFR Ch. XII (1-1-12 Edition)

than the number of directorships allo-
cated to that state on December 31,
1960. The following list sets forth the
states whose members held more than
one directorship on December 31, 1960:

Number of elective

State directorships on
December 31, 1960

California

Colorado .

lllinois ......

Indiana

lowa ...

Kansas

Kentucky .

Louisiana ............
M husetts

Michigan .............
Minnesota
Missouri ......
New Jersey .
New York

Tennessee ..
Texas ......
Wisconsin
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§1261.16 [Reserved]

Subpart C—Federal Home Loan
Bank Directors’ Compensation
and Expenses

SOURCE: 75 FR 17040, Apr. 5, 2010, unless
otherwise noted.

§1261.20 Definitions.

As used in this subpart C:

Compensation means any payment of
money or the provision of any other
thing of current or potential value in
connection with service as a director.
Compensation includes all direct and
indirect payments of benefits, both
cash and non-cash, granted to or for
the benefit of any director.

Exrpenses means necessary and rea-
sonable travel, subsistence and other
related expenses incurred in connec-
tion with the performance of official
duties as are payable to senior officers
of the Bank under the Bank’s travel
policy, except gift or entertainment ex-
penses.

§1261.21 General.

(a) Standard. Each Bank may pay its
directors reasonable compensation for
the time required of them, and their
necessary expenses, in the performance
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